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§983.204

building cap (as described in §983.56),
which will be set-aside for occupancy
by qualifying families (elderly or dis-
abled families and families receiving
supportive services); and

(i) The initial rent to owner (for the
first 12 months of the HAP contract
term).

§983.204 When HAP contract is exe-
cuted.

(a) PHA inspection of housing. (1) Be-
fore execution of the HAP contract, the
PHA must inspect each contract unit
in accordance with §983.103(b).

(2) The PHA may not enter into a
HAP contract for any contract unit
until the PHA has determined that the
unit complies with the HQS.

(b) Existing housing. In the case of ex-
isting housing, the HAP contract must
be executed promptly after PHA selec-
tion of the owner proposal and PHA in-
spection of the housing.

(c) Newly constructed or rehabilitated
housing. (1) In the case of newly con-
structed or rehabilitated housing the
HAP contract must be executed after
the PHA has inspected the completed
units and has determined that the
units have been completed in accord-
ance with the Agreement and the
owner has furnished all required evi-
dence of completion (see §§983.1556 and
983.156).

(2) In the HAP contract, the owner
certifies that the units have been com-
pleted in accordance with the Agree-
ment. Completion of the units by the
owner and acceptance of units by the
PHA is subject to the provisions of the
Agreement.

§983.205 Term of HAP contract.

(a) Ten-year initial term. The PHA
may enter into a HAP contract with an
owner for an initial term of up to ten
years for each contract unit. The
length of the term of the HAP contract
for any contract unit may not be less
than one year, nor more than ten
years.

(b) Extension of term. Within one year
before expiration, the PHA may agree
to extend the term of the HAP contract
for an additional term of up to five
years if the PHA determines an exten-
sion is appropriate to continue pro-
viding affordable housing for low-in-
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come families. Subsequent extensions
are subject to the same limitations.
Any extension of the term must be on
the form and subject to the conditions
prescribed by HUD at the time of the
extension.

(c) Termination by PHA—insufficient
funding. (1) The HAP contract must
provide that the term of the PHA’s
contractual commitment is subject to
the availability of sufficient appro-
priated funding (budget authority) as
determined by HUD or by the PHA in
accordance with HUD instructions. For
purposes of this section, ‘‘sufficient
funding” means the availability of ap-
propriations, and of funding under the
ACC from such appropriations, to make
full payment of housing assistance pay-
ments payable to the owner for any
contract year in accordance with the
terms of the HAP contract.

(2) The availability of sufficient fund-
ing must be determined by HUD or by
the PHA in accordance with HUD in-
structions. If it is determined that
there may not be sufficient funding to
continue housing assistance payments
for all contract units and for the full
term of the HAP contract, the PHA has
the right to terminate the HAP con-
tract by notice to the owner for all or
any of the contract units. Such action
by the PHA shall be implemented in
accordance with HUD instructions.

(d) Termination by owner—reduction
below initial rent. The owner may termi-
nate the HAP contract, upon notice to
the PHA, if the amount of the rent to
owner for any contract unit, as ad-
justed in accordance with §983.302, is
reduced below the amount of the initial
rent to owner (rent to owner at the be-
ginning of the HAP contract term). In
this case, the assisted families residing
in the contract units will be offered
tenant-based voucher assistance.

§983.206 HAP contract amendments
(to add or substitute contract
units).

(a) Amendment to substitute contract
units. At the discretion of the PHA and
subject to all PBV requirements, the
HAP contract may be amended to sub-
stitute a different unit with the same
number of bedrooms in the same build-
ing for a previously covered contract
unit. Prior to such substitution, the
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